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THE GOVERNMENT AND WAGE- 
EARNERS' INSURANCE 



BY FOBBEST F. DBYDEN 



The most striking achievement during the year 1917 in 
insurance matters was the substitution by the United States 
Government of a well-considered plan providing for protec- 
tion to the military and naval forces of the United States 
against death, illness and accident in place of the present 
pension system. While in the strictly technical sense of the 
term the plan cannot be considered as insurance, since the 
premiums are totally inadequate to meet the probable loss 
that will be experienced under conditions of warfare without 
a parallel in military or insurance history, nevertheless, the 
Government measure emphasizes the fact that life insurance 
has now become a public as well as a private necessity. If 
further proof were needed, it is found in the approval which 
has met the operations of the War Insurance Bureau. The 
amount of war-risk insurance issued on the lives of those in 
the military and naval forces of the United States is now 
more than fourteen billion dollars. To clearly emphasize the 
magnitude of this achievement it should be pointed out that 
this amount is more than the total insurance in force in the 
five largest companies in the United States, and the youngest 
of these companies is more than forty years old. 

As has been said, it should be borne in mind that the 
premium paid by the insured is admittedly inadequate, the 
theory of the plan being that the premium charged the in- 
sured is fixed at a yearly net term rate based on conditions 
of peace, the Government assuming the payment of the 
extra premium created by the war hazard. No insurance 
company could provide this protection at the Government 
rates without drawing upon the funds contributed by other 
insurers, the use of which without the policyholders' con- 
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sent would be an illegal diversion of their funds. In addi- 
tion thereto, the extent of the hazard is so stupendous that 
few private companies, if any, could sustain the loss which 
will be entailed. The plan, as adopted, was, therefore, neces- 
sarily one for the Government and not for private operation. 

The companies, however, have been able to render valu- 
able assistance toward the success which has been secured. 
Through their combined agency force, as well as by direct 
appeals from their officers, they have been largely instru- 
mental in inducing its universal acceptance by those for 
whose benefit it was created. The only substantial criticism 
made against the plan was that the Government should 
eliminate the premium feature in its entirety. As the 
amount which the insured pays is an insignificant portion 
of the cost it was urged that any individual contributions 
might be eliminated, in order to avoid possible discrimina- 
tion and not leave unprotected those who needed its pro- 
tection most. It was felt, however, by the framers of 
the bill, as well as by Congress, that it was desirable that 
the individuals constituting the Army and Navy should feel 
a personal responsibility for the protection of those depend- 
ent upon them, and that in addition thereto they should not 
be placed in the position of mendicants, but that it should 
be clearly recognized that the Government was assuming 
only the war hazard which had been created by reason of 
their response to the Government's call. The universal 
acceptance of this protection has largely, if, indeed, not 
entirely, nullified criticism along these lines, and the fears 
of those who expressed this view have not been realized. 

The profound change in the universal appeal which life 
insurance makes to the average citizen has occurred since 
the Civil War. At that time the amount of life insurance 
in force was insignificant, and notwithstanding that its value 
was even then clearly realized, its universal use was con- 
sidered practically impossible. 

During the long intervening period of years an army of 
life insurance agents has been effectively at work dissemi- 
nating information on insurance and inculcating habits of 
systematic savings and thrift among every element of the 
population. First, however, as an effective agency in behalf 
of the rational thrift education of the people, credit must 
be given to the system of industrial insurance, established 
in the United States in 1875, upon the basis of the long- 



WAGE-EARNERS' INSURANCE 865 

established principles of ordinary legal-reserve life insurance, 
modified to meet the needs and conditions of wage-earners 
and their dependents. Within less than fifty years this form 
of insurance has been developed to extraordinary propor- 
tions, not only in this country, but practically throughout 
the entire civilized world. 

At the present time, according to a conservative estimate, 
the number of industrial policies in force in this country is 
about 36,000,000, providing not less than $5,000,000,000 of 
insurance protection. Since for obvious reasons the business 
is practically limited to the urban population of the United 
States, estimated for 1918 at 51,500,000, the per capita of 
industrial insurance may be conservatively placed at $97.00 
for the population affected, or at the ratio of 70 industrial 
policies to every 100 urban inhabitants. 

Primarily these results are attributable to the effective 
insurance education of the masses in systematic habits of 
saving. It is chiefly on account of the weekly-premium- 
payment system that voluntary deductions from wages on 
account of insurance have become a matter of habit, and it 
may safely be assumed that savings habits thus developed 
in one direction must, in due course of time, become effective 
in many others, and the conclusion seems justified that the 
wide diffusion and remarkable success of the first and second 
Liberty Loan subscriptions — and as this is written the out- 
look for the third is equally good — are largely due to the de- 
velopment of rational habits of savings through the instru- 
mentality of industrial insurance. The service thus rendered 
to the nation at a time of national peril admirably reflects the 
broader aspects of life insurance as a social-service institu- 
tion. The fact, however, must not be overlooked that in 
addition thereto the industrial companies have assumed their 
proper share of Liberty Loan subscriptions. Every dollar 
thus subscribed represents the savings of wage-earners 
through these companies, aside, of course, from their financial 
interests in ordinary insurance, which, within the last twenty 
years, has made extraordinary progress, in consequence of 
the effective insurance education gained through many years 
of satisfactory experience with insurance on the weekly- 
payment plan. 

. It is rather difficult to estimate with accuracy the amount 
of ordinary insurance in force with wage-earners insured 
with industrial companies, but it is a fact of enormous social 
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and economic importance that, dating practically from only 
1886, when active efforts at ordinary insurance development 
among industrial policy holders were first inaugurated, the 
amount of such insurance on January 1, 1918, in force with 
twenty American industrial companies was approximately 
$3,600,000,000 (including Canadian business) . Of this vast 
sum, certainly not less than two-thirds represent ordinary 
insurance in force on the lives of American and Canadian 
wage-earners, aside from the more than $5,150,000,000 of 
insurance in force on the industrial plan. 

In the history of American industrial society there 
is no more gratifying and conclusive evidence of genuine 
progress than the achievements revealed by these statistics 
of industrial and ordinary insurance protection in force 
among our wage-earners and their dependents, most 
urgently in need thereof. In the future unquestionably 
even more, and probably much more, satisfactory business 
results will be attained, but considering the difficulties aris- 
ing out of apathy, indifference and suspicion, all of which 
had to be overcome in the development of both industrial 
and ordinary insurance among wage-earners in former gen- 
erations, often ruthlessly exploited by promoters of vision- 
ary plans of mutual aid, by lotteries, by then-permissible 
forms of reckless speculation, etc., our insurance progress 
during the last forty years may properly be placed among 
the most notable evidences of a true civilization and of the 
attainment of an extraordinary degree of social and economic 
security by American and Canadian wage-workers, in the 
furtherance of plans of voluntary insurance, and without 
compulsion or coercion of any kind whatever. 

There are those who are impatient with what has been 
done and who insistently demand the introduction of Euro- 
pean systems of so-called social insurance, resting upon un- 
American principles of political and social life. There is 
unquestionably a legitimate sphere for State interference 
under conditions of exceptional national stress and strain, 
but it would be a most serious fallacy to assume either the 
necessity or the permanent advantage of a more general 
application of social-insurance principles to the wage-earning 
element of the population, influenced in their conduct by the 
higher standards of American labor and life. For, aside 
from the economic advantages of voluntary thrift and its 
obvious relation to the national welfare in time of war, the 
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exercise of the voluntary thrift function is of the utmost 
importance as a factor in the moral progress of a people. 
A government may establish a compulsory system of in- 
surance, upon the basis of experience gained through the 
successful conduct of private enterprise, but it may, after all, 
fail conspicuously in its effort to meet the social and eco- 
nomic, as well as the moral, needs of those concerned. 

In a larger sense, all modern life insurance companies 
are social-service institutions. They are tending more and 
more towards the attainment of the highest possible degree 
of efficiency, economy and liberality. They are becoming 
indispensable subsidiary agencies of the Government in the 
furtherance of the larger plans and purposes of a well-con- 
sidered national policy. Perhaps the most concrete illustra- 
tion of the force of this conclusion is the rapid growth of so- 
called " Group Insurance." This form of insurance admir- 
ably combines the interests of the employer and the interests 
of the employee, in an effort to increase the economic security 
of the wage-earner's family in the event of his death or dis- 
ability. The element of cost is reduced to its lowest possible 
proportions. The security itself is equivalent to that of a 
Government bond. The effect of a group insurance policy 
is to bind more closely together the employer and the em- 
ployee and to reduce the economic waste resulting from an 
unnecessary labor turnover. More than this, however, are 
the higher humanitarian aspects, which influence broad- 
minded and far-seeing employers of labor to realize that the 
welfare of the employee and those depending upon him is to 
him a matter of paramount duty, the effective discharge of 
which is best facilitated by the application of insurance 
principles to the successful solution of a problem which in 
the past was left only too often to apathy and chance. The 
principle of group insurance will unquestionably be further 
perfected and its application will become more general, to the 
mutual satisfaction of both the employer and the employee. 
Group insurance, however, illustrates but one of the many 
unrealized possibilities of the further development of the 
principles of wage-earners' insurance on a voluntary basis. 
The future in this respect was never so full of promise as 
it is at the present time. 

FOKREST F. DRYDEN. 



